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Pee ROBLEM OF ECONOMIC FLUCTUATIONS 


BY PROFESSOR GUSTAV CASSEL 


For a long time past there has seemed to be 
something mysterious about the problem of eco- 
nomic fluctuations. Trade and industry are in 
a state of perpetual oscillation, and people have 
supposed this to be such a strange phenomenon 
that an explanation would be regarded almost as 
a revelation. The reason why people have long 
adhered to such views is that they have not pro- 
ceeded from the only natural simplification of 
the growth of social economy, namely that of uni- 
form progress. If one has once got accustomed to 
regard a uniform rate of progress, say by three per 
cent. a year, as the normal state of affairs, it will 
immediately be understood that reality must show 
deviations from such an arithmetically exact trend. 
Uniform progress is graphically represented by a 
rising curve like that assumed by a soft wire when 
it is held in the right hand so high over the left 
that the wire, without being stretched, shows a 
steadily rising line. It can never be expected that 
an organic development should show such great 
regularity. It is bound to exhibit variations. The 
actual curve of development must thus lie now 
above, now below, the curve of uniform progres- 
sion. But then we have an oscillatory movement. 
Thus there is nothing mysterious in this, which 
requires special explanation. 

But what does need to be explained is that 
during long periods the economic trend in reality 
has conformed very closely to the curve of uni- 
form progress. This is indicative of a very re- 
markable inner stability in economic life. As no 
progress is possible without a corresponding in- 
crease of capital, and as new capital can be 
created only by saving, the explanation of the 
relative uniformity in development is doubtless 
to be sought in widespread thrift and thus in a 
considerable stability in the rate of saving of the 
community. 
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If a certain percentage of the national income 
is saved and serves for the construction of capi- 
tal, the total capital stock will increase, on an 
average, by a fixed percentage rate, which will 
be that of general progress, whereas the trend 
of specific branches of production will show very 
different percentage rates for their annual growth. 
Professor Hégbom’s fundamental investigations 
on the subject, which he has now supplemented 
by an article in the preceding number of this 
Quarterly, show that production in the free world 
economy has exhibited a remarkable capacity for 
adjusting itself to the requirements of general 
progress. Where a more rapid increase in produc- 
tion has been found technically necessary, it has 
been achieved. This indicates that the stability in 
the total progress is based on something which 
lies outside the special conditions for produc- 
tion, and, as far as I can see, this can be nothing 
but collective thrift. 

The stability thus gained is, however, not in- 
destructible. If saving is forcibly interfered with, 
whether by confiscation of capital or by placing 
insuperable difficulties in the way of remunera- 
tive investment of savings, the actual basis of 
saving is bound to be seriously dislocated. The 
development of industry and commerce will then 
be hampered and will consequently show far 
greater irregularity than before. 

In the case of uniform progress the capital 
stock will increase at the constant percentage rate 
which is shown by progress in general. The pro- 
duction of fixed real capital, i. e. of durable utili- 
ties, being a production with an eye to the future, is 
naturally that part of the national economy which 
is most exposed to disturbances. This is in fact 
confirmed by experience, in that economic fluc- 
tutions have manifested themselves most conspic- 
ously in the field of the production of capital. 
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There are several factors which contribute to 
this. The general uncertainty about the future, 
its conditions of production and demand for prod- 
ucts, is bound greatly to affect the production 
of durable utilities, particularly those which are 
to be used for a long time to come. This applies 
particularly when the uncertainty is of a political 
nature and when it is due to technical changes. 
The production of durable utilities is, of course, 
extremely sensitive to changes in the value of 
money. If the monetary system does not afford 
sufficient guarantee for a tolerably stable money 
value, normal investing will be rendered impos- 
sible, and marked disturbances in the national 
economy as a whole are bound to ensue. Finally, 
the returns on durable utilities are always largely 
dependent on the rate of interest. Changes in the 
rate of interest entail variations in the produc- 
tion of capital goods, and these changes in turn 
affect the rate of interest. This interplay will al- 
ways be an important factor in any explanation 
of economic fluctuations. 

With these observations the scope of an analy- 
sis of economic fluctuations has already been de- 
termined in outline. The trend of the social eco- 
nomy may then be studied in individual countries 
or for the world at large. 

It has generally been found desirable to base 
such investigations on the period 1870—1914. The 
first of these years has been selected because the 
necessary statistics of production are then 
available, whilst in the concluding year war and 
other international obstructions begin to destroy 
all the conditions required for uniform progress. 
During the stated period one finds that the con- 
secutive waves of the economic oscillation in their 
characteristic phases show certain features in 
common, and these features give interesting in- 
dications of the forces that have been at work. 
Our insight into the dynamics of social economy 
has been greatly improved by such studies. On 
the other hand, the attempts to conjure up any 
regular periodicity in the oscillation have broken 
down. Still worse results have been attained by 
“curve analysis”, in accordance with which it is 
supposed to be possible by mathematical methods 
to read the future from the existing curve ma- 
terial. This entire school, even when it parades 


an ever so elaborate mathematical apparatus, has 
too much affinity with ancient astrology to be ac- 
cepted as scientific. It is in fact unworthy of 
human beings endowed: with free will to conceive 
of the whole future of mankind as predetermin- 
ed, and that by a statistical material which is 
available merely for an insignificant part of the 
history of the human race. 

Many attempts have been made to arrive at a 
general classification and systematic synthesis of 
the various theories regarding economic fluctua- 
tions. A number of eminent economists have 
worked in this field, but, in spite of all their 
labours, no unified view of the problem has been 
distilled. The League of Nations resolved in 1930 
to endeavour, through its organizations, to co- 
ordinate the existing analytical studies of regu- 
larly recurring economic depressions. The inten- 
ded analysis and coordination of such economic 
theories was entrusted to Professor Haberler. He 
compiled on the subject a work in two parts, the 
first of which contains a systematic analysis of 
existing theories, whilst the second constitutes 
an attempt to make a general synthesis of those 
theories. An enlarged edition of this work was 
published in 1939 (Swedish translation in 1940). 
This book is, of course, extremely valuable for 
anybody who desires to study the problem of 
economic fluctuations in its established signifi- 
cance. The classification of the different theories 
has, however, encountered the same difficulties 
as all other such endeavours, namely that various 
views are pressed somewhat too hard into a 
scheme drawn up in advance, and that the pre- 
sentation of the subject in some measure suffers 
from this, being sometimes actually misleading. 

As it seems to me, however, the chief criti- 
cism which must be passed upon this work is 
that its very aim no longer corresponds to the 
requirements of the times. It is stated in the 
introduction, that for various reasons, it seems 
desirable, in the explanation of the business cycle, 
to attach as little importance as possible to the 
influence of external disturbances. The condition 
of the world nowadays is such that this has be- 
come a quite untenable view. 

It would now be of far greater importance 
than a study of economic fluctuations in the 
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old academic sense to observe the profound 


_ change in the nature of economic cycles which 


began to manifest itself at the beginning of this 
century. The movements of industry and com- 
merce then ceased to be mainly determined by the 
variability of private enterprise. Instead, measures 
taken by the Governments became the predom- 
inating factor in the dynamics of the world 
economy. The crisis of 1907 was a direct conse- 
quence of the then quite unsatisfactory organi- 
zation of the monetary system of the United 
States. Then came the first world war and inter- 
rupted all regular development. The peace should 
have afforded possibilities for a resumption of 
uniform progress at the former pace, and cer- 
tain tendencies in that directions were in fact 


observable during the nineteen-twenties. But the 


peace was so bad that it could never sustain a 
steady development of the world economy. The 
demand for reparations and other attempts to 
suppress the conquered nations stood too long 
in the way of the restoration which was possible. 
Closely connected with the demand for repara- 
tions was a protectionism, as unreasonable as in- 
calculable, in conjunction with serious defects 
in the management of the monetary system. It 
was such evils as these that were ultimately res- 
ponsible for the violent crisis which led to the 
collapse of the gold standard and to an intense 
depression during the nineteen-thirties. Now again 
we haye war, with the most terrible disturbances 
of the world economy and with the prospect of 


being confronted after the war with well- 
nigh insuperable problems of unemployment and 
starvation. 

Here we are thus faced with a number of 
revolutionary changes of quite a different order 
of magnitude than the purely economic fluctua- 
tions hitherto studied by science. In such circum- 
stances a theory of economic fluctuations on tradi- 
tional lines cannot be of much avail. Still more 
meaningless will be the tendency in certain cire- 
les to throw the blame on “capitalism”, and thus 
on the free exchange economy with its dependence 
on individual enterprise and individual owner- 
ship. It is dangerous to evade the real problems 
with such shibboleths. This can merely result in 
withdrawing attention from what should now 
be the essence of the social economic problem, 
namely a good management of the economic func- 
tions which indisputably devolve on the State, and 
a rational ordering of international relations. If 
the situation is such that the Governments are 
now mainly responsible for the disturbances in 
economic life, our interest must be concentrated 
on such a shaping of Government policy as will 
provide quite a different basis for economic 
stability than that which has hitherto existed. 
And yet the striving for stability should never 
be permitted to restrict the possibilities of pro- 
gress. For, without a very marked economic pro- 
gress, the human race can never escape from 
those conditions of life which it now feels to be 
cramping and unworthy. 
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FODDER AND OTHER FOODSTUFFS:FROM WOOD 


BY PROFESSOR ERIK HAGGLUND 


Since olden times endeavours have been made, 
in years of dearth and famine, to obtain fodder 
and foodstuffs from the forests. At such times 
leaves and pine-needles, for example, were used 
for cattle food, and bark-meal, procured by 
scraping off the inner layer of pine bark, was 
mixed in the dough. On the other hand, wood 
pulp proper has at all times been considered to 
be devoid of nutritive value both for human be- 
ings and for animals. 

It therefore caused quite a sensation when Ha- 
herlandt and Zuntz in 1915 announced that they 
had found that mechanical pulp from the birch 
could be used, in an astonishingly high degree, 
for the feeding of sheep. They contended that 
this pulp was not appreciably inferior in nutritive 
value to low-grade hay. Attempts were also made 
to produce feeding-stuffs by finely grinding wood 
and straw. The consumption of power, however, 
was found to be unduly large. Schwalbe ground 
the wood, after first treating it with fumes 
of hydrochloric acid. As regards cellulose it was 
known that under such conditions it was liable 
to be converted into pulverous hydro-cellulose. A 
large factory was in fact erected for the produc- 
tion of such wood-meal. In this manufacture, 
however, unforeseen difficulties were encount- 
ered. What was still worse, the wood-meal was 
found to contain poisonous substances, formed 
during the treatment with hydrochloric acid. At 
any rate horses, which it was primarily intended 
for, could not stand the fodder. For these reasons 
the factory was closed down. 

During the former world war a good fodder 
was made on a large scale from straw by boiling 
with soda lye in open containers. If the pulp was 
mixed with molasses, it became more tasty. Wood 
treated in a similar way with alkali failed to 
yield any product which could be used as fodder. 
This was due to the fact that the lignin sub- 


stance could not be dissolved under such mild 
conditions. It had long been known that isolated 
cellulose could be used for the feeding of rumi- 
nants. This was confirmed by the experiments 
with straw cellulose. 

At the Institute for Agricultural Experiments 
Edin during the years 1917—1919 investigated the 
digestibility of cellulose for animals. As labora- 
tory animals he used goats. Various kinds of 
cellulose products were tested: mechanical pulp 
of pinewood, straw cellulose produced with lye, 
sulphite and sulphate pulp and a kind of cellulose 
meal obtained by boiling the sulphate pulp with 
dilute sulphuric acid according to a method de- 
vised by Rinman. The mechanical pulp gave bad 
results. On the other hand, it. was found that all 
the cellulose products made in different ways 
yielded high figures as to digestibility. On the 
basis of these experiments it was estimated that 
cellulose used for the feeding of ruminants and 
horses should have a fodder value of 79 fe per 
100 kg of pulp go per cent. dry weight. In feeds 
with a sufficiently high concentration of protein, » 
t kg of dry pulp should suffice to replace 0.9 kg 
of oats. Cellulose proved to be particularly well 
adapted for the feeding of horses, in which case 
the admixture of protein could be very consider- - 
ably reduced without diminishing the fodder value 
of the cellulose. It was also found desirable to mix 
the cellulose with certain substances suitable for 
the metabolism as well as flavourings, such as 
common salt, fodder phosphates and molasses. 
Moreover, Edin considered it advisable that the 
pulp should ‘be finely divided, in order to pre- 
vent the cellulose caking into lumps and thus — 
causing gastric troubles. 

When the war broke out two years ago it could 
not be said that the farmers showed any interest 
in fodder cellulose. This matter was in fact of no 
immediate importance at that time. There was 
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no need of such fodder, as the harvest of 1939 
_ was satisfactory. It was not till later that interest 
was awakened. This was rather similar to what 


occurred during the former world war. It was 


only during the two last years of the war that 
an urgent need of substitutes for the bad harvest 
was manifested. The serviceableness of cellulose 
fodder then began to be investigated, but there 
was no large consumption. 

Long before the outbreak of the present war 
the interest in another question was so much the 
more intense. It was the very important question 
as to how large quantities of spirit could be pro- 
duced at the sulphite pulp mills, even in case it 
should not be possible to export the pulp. It had 
previously been proposed that the sulphite di- 
gesters (boilers) should be used for the saccha- 
rification of wood with dilute sulphuric acid, the 
temperature being raised as high as the digesters 


- could stand. It was supposed that one could manage 


in this way to produce very large quantities of 
spirit out of sugar solutions thus obtained. This 
question, however, had not been thoroughly in- 
vestigated. On closer examination, the proposed 
process appeared in fact to be rather unpractical. 
A still weightier objection to it was the probability 
that the output of spirit thus obtained would not 
be appreciably larger than if, instead of sulphuric 
acid, one used acids from the sulphite boil and 
resorted to drastic “boiling-down”. This supposi- 
tion was at any rate confirmed by experiments 
‘the results of which were published by the author 
already in 1915. In this way the difficult question 
as to how the residuum from the saccharification 
could be discharged from the digesters would 
be automatically solved, seeing that a pulp which 
can be defibered is obtained in sulphite boiling. 
It could be stated in advance that this sulphite 
‘pulp would not be suitable for the manufacture 
of any first-rate paper. The procedure that first 
suggested itself was to burn it up. On further 
consideration, however, this course was found to 
be too drastic, in case the pulp could be used for 
cattle food. The Swedish Cellulose Company in 
fact permitted their sulphite mill at Nynashamn 
to be used for extensive experiments on these 
lines, and arranged for investigations to be made 
with a view to ascertaining whether the product 
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could be used as fodder. That this would be 
possible was indeed a priori probable, in view 
of previous experiences. The feeding experiments 
in fact gave completely satisfactory results. There 
was thus nothing to prevent the product being 
used for fodder as soon as the need of fodder 
cellulose manifested itself. Owing to the bad 
harvest of 1940, fodder cellulose in fact be- 
gan to be used on an increasing scale for the 
feeding of horses and cattle. Meanwhile the 
farmers learnt how the feeding could best be 
regulated. At the same time experience was 
gained at the sulphite mills as to how the boiling 
should be conducted in order to obtain the 
largest possible output of spirit from the sulphite 
liquor. It may be mentioned en passant that the 
yields obtained by the author in the above- 
mentioned laboratory experiments were found to 
tally remarkably well with the average output 
from the mill, or about 150 litres of spirit per 
ton of pulp. Thus, when during the present 
feeding year a supply of no less than 250,000 
tons of sulphite fodder pulp was contracted for, 
this involved the production of about 37 million 
litres of spirit. 

As the harvest of forage crops this year was 
worse than had been anticipated, additional supp- 
lies of fodder cellulose were required. It was then 
found desirable to investigate whether it would 
not be possible to use sulphate pulp for that pur- 
pose. From the point of view of fuel economy 
the production of sulphate pulp is more advan- 
tageous than that of sulphite cellulose. In addi- 
tion, the question of bye-products has to be con- 
sidered. To obtain larger quantities of fatty and 
rosin acids as well as turpentine is perhaps quite 
as important at present as the production of spirit 
from sulphite liquor. 

It was not, however, known for certain whether 
sulphate pulp was as serviceable as sulphite pulp 
for cattle food. Edin, as already mentioned, had 
indeed conducted feeding experiments with 
sulphate pulp during the former war and had 
obtained satisfactory results; but, according to 
reports from Norway, where such experiments 
had latterly been made, it had been found that 
large cattle did not readily consume such pulp. 

On the initiative of G. Sundblad, the College 
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of Agriculture conducted feeding experiments 
with sulphate pulp produced in a special way at 
Iggesund. These tests led to the same result as 
that which Edin had arrived at, namely that 
sulphate pulp boiled down in a suitable way yields 
satisfactory figures as to digestibility. 

When this had been ascertained, an agreement 
was concluded for the delivery of a considerable 
quantity of sulphate fodder pulp, namely about 
80,000 tons. 

The farmers obviously could not pay the price 
which the pulp mills would have to charge if 
their prices for the bye-products were normal. 
The low price now fixed for different kinds of 
fodder cellulose has been rendered possible mainly 
by charging an excess price for the bye-products. 
Even under such conditions this production can 
scarcely be regarded as a lucrative business on the 
part of the mills. The agreement concluded has, 
however, made it possible to keep the mills run- 
ning on a rather large scale. 

In this connection it should be pointed out that 
fodder cellulose can be regarded as a fully ade- 
quate fodder only if admixed with a sufficient 
amount of protein. For horses, according to 
Edin’s investigations, at least 45 g of digestible 
protein are required per fodder unit, thus a re- 
latively small amount. In the case of milch cows, 
on the other hand, the feed must contain large 
quantities of fodder containing protein if con- 
siderable amounts of cellulosa are added to the 
forage. With a daily ration of 25—30 kg of en- 
silage fodder or suitably dried fodder of early 
harvested clover and lucerne, it is possible ac- 
cording to these investigations to mix in the feed 
a considerable amount of cellulose. 

Another highly concentrated albuminous fodder 
is dry yeast. It can be produced by drying waste 
yeast from breweries and spirit mills. Only the 
latter need be considered in the present case. Thus 
attempts are being made at present to separate 
from fermented sulphite liquors the yeast which 
they contain. Here we are concerned with an 
ordinary yeast, Saccharomyces. Experiments have 
shown that it is possible to obtain 50 tons of dry 
yeast per one million litres of spirit. This would 
mean that with a production of 50 million litres 


- of spirit it should be possible to obtain at most 


2,500 tons of dry yeast. As in this case the plants 
will have to be rapidly written off for deprecia- 
tion, the price of the yeast will be relatively high. 

The quantity which can thus be obtained in the 
form of waste from the sulphite mills is in- 
considerable. If larger quantities of fodder yeast 
are required, it will be necessary to produce it in 
special factories. According to investigations made 
in Germany, it has been found that a wild yeast 
fungus, Torula utilis, is particularly well adapted 
for the purpose, and for some years past large 
amounts of dry yeast have been produced from 
this fungus. What is particularly valuable in 
Torula is that it can appropriate a number of 
sugars which ordinary yeast cannot assimilate, and 
that it does not need such organic nitrogen com- 
pounds and bio-catalyzers as are required in ordi- 
nary yeast cultivation. Only inorganic compounds, 
notably ammonia and phosphoric acid are neces- 
sary, besides sugar. The yield of yeast is high, 
being about 1 kg of dry yeast from 2 kg of sugar. 
The content of albumen in the dry yeast varies 
between 50 and 60 per cent. The costs of pro- 
duction are greatly dependent on the price of 
sugar. Now that the problem of using sulphite 
liquor for the cultivation of Torula has been soly- 
ed in a simple way, we have obtained the cheapest 
conceivable sugar substratum for the purpose. Ex- 
periments made in Germany on a manufacturing 


scale have shown that waste liquors with 3.5 per ' 


cent. reducing substance give a practical output 
of 11 kg of dry yeast per cubic metre. On 
this basis the production of 25,000 tons of dry 
yeast would require about half the capacity of all 
sulphite mills which are now producing sulphite 
spirit. There is good reason to doubt whether such 
large quantities of liquors could be dispensed with, 
seeing that sulphite spirit is likewise an essential 
commodity. We should probably be obliged to 
resort to the saccharification of wood, if it were 
absolutely necessary to produce fodder yeast in 
considerable quantities. In that case it would be 
an extensive undertaking, as 50,000 tons of sugar 
would have to be produced. 

Another important question is the requirement 
of inorganic nutritive salts. For each ton of dry 
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yeast approximately 300 kg of superphosphates 
and 450 kg of ammonium sulphate are consumed. 
Thus, on an extensive production of fodder yeast, 
very considerable quantities of ammonia and 
phosphoric acid would be required. 

Although we have latterly succeeded in greatly 
simplifying and cheapening the production of 
fodder yeast, the protein of the dry yeast — 
even under favourable conditions, in which the 
utilization of the sulphite liquor must be included 
— costs, with normal amortization and returns 
on the initial expenditure, at least twice as much 
as soya protein under pre-war conditions. ihe 
content in the fodder yeast of vitamins valuable 
for the metabolism of the animal body doubtless 
represents a higher yeast price. It may be doubted, 
however, whether such an excess price for the 
yeast is warranted. 

The situation is different if the yeast protein 
is used for human consumption. According to 
Brahmer one could pay up to 4 kronor per kg of 
dry yeast at a price of kr. 1: 60 per kilo for bone- 
less meat. The condition, however, is that a 
quality of yeast suitable for the purpose can be 
obtained. This is in fact the case. A considerable 
part of the yeast made in Germany is now being 
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used as a fully satisfactory foodstuff, since a 
pure, tasty quality has been produced. 

For the sake of completeness, the question of 
fodder sugar should be touched on in this con- 
nection. For the feeding of pigs cellulose is not 
suitable, but starch and sugar can be used. Sugar 
produced from wood in accordance with the 
hydrochloric acid process has been tested in this 
respect at several establishments for agricultural 
experiments. It was found in these tests that wood 
sugar is a fodder suitable for pigs, highly di- 
gestible and comparable in effect with starch. 
It is desirable to use the non-crystallizing molas- 
ses obtained in the refining of the raw sugar. 
With a sugar output of 60 per cent. of the weight 
of the wood, half is obtained as dextrose, half 
in the form of molasses. 

The above observations indicate that the wood 
pulp industry can in various ways assist agri- 
culture in the production of foodstuffs, and that 
further assistance must be sought from that 
quarter in case conditions in the future so require. 
Another question is how durable this wartime 
industry is likely to be. Presumably it will lose 
very considerably in importance when normal 
conditions again set in. 
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THE DECLINE IN THE PROFITABILITY OF 
BANKING BUSINESS 


BY EINAR HUSS, D. SC. 


As a gauge of the profitability of the principal 
branch of operations in a commercial bank, namely 
deposit and loan business, it is customary to adopt 
the “margin of interest”. This term is generally 
understood to mean the difference between the 
average interest on advances and the average 
interest on deposits. 

The first investigation into the margin of 
interest in the Swedish commercial banks was 
that made by Professor Sommarin for the Bank 
Committee appointed by the Government in 1917. 
It related to the conditions in the middle of 1918 
and gave as a result a margin of interest of 
2.56 %. Investigations made in 1941 on behalf of 
the Bank Committee of the Riksdag have yielded 
practically the same result, namely about 2.5 %. 
In regard to the conditions during the intervening 
period merely a few data are available in the 
literature. The figures range between 2"/, and 21/, 
per cent. 

The fact that the margin of interest in the 
commercial banks should have remained, prac- 
tically speaking, unchanged during this lengthy 
period is in itself astonishing, seeing that the 
costs of administration have increased consider- 
ably, whilst the volume of deposits and loan 
business has diminished. In 1918 the total deposits 
and advances (in transactions with the general 
public) amounted to 4,502 and 5,187 million kro- 
nor, respectively, as compared with 4,321 and 
4,465 million kronor in 1940. 

By way of comparison it may be mentioned 
that the margin of interest for the savings banks 
rose from 0.65 % in 1918 to 1.26 % in 19309, 
being the last year for which such a figure is 
available. The margin of interest in the savings 
banks has thus been almost doubled. And this has 
occurred during a period when these banks had 


experienced the cheapening effects of a very 


marked increase in their business. The deposit 
holdings in the savings banks in fact increased 
from 1,624 million kronor in 1918 to 3,679 million 
kronor in 1939, being thus considerably more 
than doubled. During the same period the costs — 
of administration increased from 0.86 to 1.27 % 
of the turnover, or by about 50 %. 

It is nevertheless obvious that the margin of 
interest in the savings banks is considerably lower 
than in the commercial banks. That this is an 
international phenomenon, due to fundamental 


Administration Expenses and Taxes of 
the Commercial Banks. 


1934 1935 1936 1937 1938 1939 1949 


A = Staff Costs. 
B = Other Administration Expenses. 
C = Taxes. 
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differences in the organization and field of action 
of the two groups of banks is doubtless generally 
known. Taxes and normal writing-off, which are 
rather insignificant items for the savings banks, 
alone represent, at present, on a low estimate, 
I.10 to 1.25 per cent. of the advances granted by 
the Swedish commercial banks, and largely ac- 
‘count for the difference in the margin of interest 
in the two groups of banks. Moreover, the com- 
mercial banks, owing to the greater diversity and 
intensiveness of their operations, have higher 
costs of administration than the savings banks. 

Comparable figures regarding the conditions in 
foreign commercial banks are available only in 
exceptional cases. Representative figures for 
Germany and America show, however, that the 
commercial banks in those countries have a con- 
siderably larger margin for interest and com- 

‘mission than the Swedish commercial banks. 

The above digression from the actual subject of 
this article is intended to show, by comparison, 
the approximate significance of the quoted fi- 
gures for the margin of interest in the Swedish 
commercial banks. It should, however, be borne 
in mind that the margin of interest, that is the 
difference between the average interest charged 
and that paid, may be said at most to be a gauge 
of the price of the banks’ financial services, 
regarded from the viewpoint of an outside ob- 
server. For the study of the profitability of 
banking, however, the term “margin of interest” 
is insufficient. 

An example of this, which is of particular in- 
terest in the present connection, is that the net 
income of the Swedish commercial banks from 
interest was very good in 1918 and very bad in 
1941, despite the fact that the margin of interest 
in both years was the same. In 1918 the banks 
had placed practically all their deposits and all 
their capital and reserve funds in advances at 
interest or other investments. As the interest on 
advances averaged 7.57 %, the accumulated funds 
yielded very good returns, quite apart from the 
margin between that high rate and the interest on 
deposits. On the other hand, at the end of October 
1941 no returns whatever could be obtained on a 
capital larger than the accumulated funds, besides 

which a considerable part of the deposits were 
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invested at very low rates of interest. Capital 
and reserve funds amounting to 773 million kro- 
nor were in fact set off by 808 million kronor in 
cash reserves carrying no interest, as well as 988 
million kronor in Swedish bonds and treasury 
bills with a low average yield. This trend was 
particularly marked last year, but has proceeded 
since the middle of the nineteenthirties. 

Furthermore, costs of administration and taxes 
have shown a very marked increase. During the 
period 1934—1940 these annual costs in fact 
increased by 42.5 million kronor, or 61 per cent. 
The amount by which those costs have increased 
would alone suffice to defray the entire distri- 
bution of dividend to shareholders and 18 per 
cent, more. 

The increase in staff costs during the same 
period, namely 13.7 million kronor per annum, 
is due to rises in salaries and wages, heavier ex- 
penses owing to the calling-up of personnel for 
military service and a marked increase in ex- 
penditure on pensions. In several banks it was not 
till after 1935 that pensions were arranged on an 
insurance basis, which contributed to an increase 
of this item of expenditure from 3.67 million kro- 
nor in 1934 to 9.73 million kronor in 1940. 

The increase in taxes, however, is far greater 
than that of the costs of administration, namely 
from 4.11 million kronor in 1934 to 27.07 million 
kronor in 1940, that is, by 22.96 million kronor, 
or 459 per cent. This is not solely due to war 
conditions. The commercial banks have in fact 
been particularly hard taxed since the reorgani- 
zation of the system of direct State taxation, 
whereby it was changed from progressive to pro- 
portional taxes. The resulting increase in the 
taxation of the banks relatively to that of 1936 
was estimated at no less than 69 per cent., at a 
level of taxation which was estimated to be 
reduced by 2.6 per cent. for all companies taken 
together. This is connected with the fact that the 
direct State tax in accordance with the system 
previously in force was in reverse proportion to 
the capital and reserves, and that the reserve fund 
of the commercial banks is intended to amount 
to a minimum of 50 per cent. of the share capital, 
whereas for joint-stock companies in general the 
corresponding ratio is merely 10 per cent. More 
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than 40 per cent. of the direct taxes now paid 
by the banks would have been eliminated if this 
consideration to the extremely large accumulation 
of funds which is required of them under Swe- 
dish law had been maintained. 

The decline in the profitability of banking 
which had set in even before the present war, is 
thus due partly to the decrease in receipts from 
deposit and loan. business, partly to the heavy 
increase in expenditure. This decline, however, 
was previously set off by the considerably greater 
importance assumed by other branches of banking 
business. 

These other branches are, first and foremost, 
transactions in bonds, to some extent also dealings 
in shares and foreign exchange business. As is 
generally known, it is only in recent years that 
the Swedish bond market has assumed any large 
The entire Swedish bond debt 
amounted at the end of 1908 to 1,796 million kro- 
nor, of which merely 840 million kronor was 
placed within the country. At the end of 1921 our 
total bond debt amounted to 4,090 million kronor, 
of which no less than 3,480 million kronor was 
invested on the domestic market. By the end of 
1940 the figure for Sweden’s total bond debt had 
risen to 6,347 million kronor, of which probably 
only a few hundred of millions are in foreign 
hands. It may indeed be stated that a Swedish 
bond market of any significance came into exi- 
stence only during and after the former world 
war, since when it has greatly developed. With 
regard to the volume of foreign exchange trans- 
actions, enlightening statistics are not available. 
It is known, however, that Stockholm during the 
nineteen-thirties developed into a centre for 
Scandinavian, Finnish and Baltic foreign ex- 
change business. Owing to the expansion of this 
business, the gross receipts from the said sources 
assumed some importance, amounting during the 
period 1934—1938,* together with other com- 
missions, to 24.3 per cent. of the total gross in- 
come of the commercial banks. 

In view of the above indicated trend, it may 
be stated that the dividends paid to the banks’ 
shareholders have been derived from other 


proportions. 


1 Before the year 1934 the net income of the Swedish 
banks is not specified in the official statistises. 


sources than deposit and loan business. The divi- 
dends for the years 1938—1940 amounted ap- — 
proximately to 36.2 million kronor per annum, — 
which corresponds to about 4.71 per cent. of the | 
capital and reserves: As these funds as well as 
the deposits themselves should be entitled to a 
deposit rat of, say, 2.5 %, the remaining 2.21 %, 
corresponding to nearly 17 million kronor per 
annum, would be the actual distribution of profits. 
And this sum is covered by receipts from com- 
mission and similar income, which during that 
period amounted to 33.2 million kronor per an- 
num. Thus, like many industries, the commercial 
banks have derived their real net profits from 
subsidiary sources of income. 

Owing to the war, however, even these sources 
of income have been greatly reduced. Issues of 
industrial bonds have been largely confined to 
conversions of previous loans. Stockbroking bu- 
siness had in 1940 dwindled to about onte-third 
of the volume during the boom year 1937. Owing 
to the introduction of clearing systems for inter- 
national payments, of foreign exchange restric- 
tions and of trade blockade, transactions in foreign 
exchange have, of course, been greatly reduced. 
Even in their most important field of operations, 
the grant of credits, the services of the commercial 
banks have been limited, partly owing to the de- 
cline of production and the extended adoption of 
cash payments, partly because of the increasing 
State control of industry. . 

Thus, as in a number of other countries, banking 
business in Sweden has been greatly affected by 
the war. This, however, should not obscure the 
fact that the profitability of banking business in 
Sweden has been relatively small even in peace 
time, because the banks have made low charges 
for their services to the public. This is clearly 
shown by the above comparisons with other credit- 
granting institutions. : 

This entire trend in the direction of the dimi-_ 
nished profitability of banking business is un- 
doubtedly due to structural changes within the 
commercial banks. Their grant of credits has long 
since ceased to have the character of long-term 
industrial advances. It has diminished in impor- 
tance in relation to industry in general and rela- 
tively to banking business as a whole. Competition 

= | 


QOuarterty Review. 


for deposits has for several years been giving 


place, in increasing measure, to competition for 


advances. Consequently, and owing to competition 
also with other financial institutions, the rates of 
interest on advances and the profitability of 
banking in general have been greatly reduced. 

The above observations may be recapitulated 
as follows: 

For a long time past the Swedish commercial 
banks have had low receipts from their deposit 


and loan business. This is clearly shown by com- 


parisons with foreign commercial banks, which 
not only have a considerably higher margin of 
interest than the Swedish banks, but also obtain 
receipts from commission on their deposit and 
loan business which are unknown in Sweden. 

The costs of the Swedish commercial banks 
have risen considerably and the increase in taxa- 
tion is particularly marked. Despite these circum- 
stances, there has been no increase in the margin 
of interest for decades. 

The maintenance of a constant margin of in- 
terest has been complicated not only by the in- 
erease in costs, but also by the fact that ad- 
vances have diminished in importance both in 
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relation to industry and commerce and in propor- 
tion to banking business in general. The previous 
competition for deposits has during the last few 
years been converted, in increasing measure, into 
a competition for advances. For the present it has 
not been possible to find remunerative invest- 
ments for an amount larger than that of the capi- 
tal and reserves, and a considerable part of the 
deposits is so invested that the yield does not 
cover the interest paid thereon and the average 
costs. 

In time of peace receipts in the form of com- 
mission from other branches of banking business 
have made up for the low profits on deposit and 
loan business. In consequence of the war these 
receipts have been greatly reduced. Moreover, 
the volume of the credits granted has diminished 
owing to Government measures. In these circum- 
stances it will be necessary for the commercial 
banks to try and improve the profitability of the 
remaining deposit and loan business. In view of 
the importance for the public weal of a strong and 
stable banking system, such a measure is also a 
national interest. 


THE ECONOMIC SITUATION DURING THE 
FOURTH QUARTER OF 1941 


The General Situation. The economic situa- 
tion during the fourth quarter of 1941, so far as 
can as yet be judged, has not undergone any sub- 
stantial changes, either for the better or for the 
worse. In view of the bad harvest, it was evident 
that agricultural production would remain at a 
low level for about a year ahead. The situation 
in other industries, so far as any change can be 
observed, gives on the whole the impression of 
some improvement. This is indicated, for example, 
by a rise in the economic trend index of “Finans- 
tidningen” (from 115.0 in August to 117.7 in 
October) and in the production index of the 
Federation of Swedish Industries (1935 == 100) 


from 100 in August to 103 in October, The 
sudden fall in the last-mentioned index at the 
beginning of the third quarter thus seems to 
have been of quite a transitory nature. Industrial 
production is still being maintained close to the 
level, 107, to wich it had sunk as far back as 
May 1940, the month after the commencement 
of the commercial blockade. Building, which is 
not included in the said production index, seems 
latterly to have been showing a slight tendency 
towards recovery from the deadlock in which it 
has been for about a year. Thus, according to 
the statistics published by the Social Board, the 
number of “hearths” (room or kitchen) in 
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course of construction at the beginning of Octo- 
ber was 6,786, as compared with merely 3,593 at 
the same date last year. This is the first time 
since the outbreak of the war that an improve- 
ment as compared with the corresponding figure 
for the preceding year could be recorded. The 
decline between the 1st of July and the beginning 
of October is of a purely seasonal character. 

That the situation in industry and building 
has not shown any noteworthy change from the 
third to the fourth quarter is indicated also by 
the statistics of the Social Board for the number 
of employed workers, which in October was at 
about the same level as in August. A similar ten- 
dency is shown by the figures for the number 
of unemployed workers in the trade unions, 
which was 8.5 per cent. at the end of October, 
as against 7.5 per cent. at the end of August, 
and for the number of unemployed applicants 
for relief, which showed a slight decrease from 
August to November. 

During the last few years general economic 
activity has been markedly affected also by the 
production of firewood, which, owing to the 
blockade, has developed into quite an important 
branch of industry in regard to value of produc- 
tion and number of workers. The production of 
firewood is now showing a substantial increase, 
in that the timber-cutting programme for the 
season 1941/1942 has been raised to about 45 
million cubic metres, as compared with about 36 
million cubic metres cut last season. The number 
of -workers employed in the forests, according 
to recent investigations, amounts to 75,000, which 
is considerably more than a year ago. 

The little change that can be observed in 
industrial activity in general during the fourth 
quarter of 1941 is due to the fact that there has 
been neither a decline nor any marked improve- 
ment in regard to any of the crucial factors in 
the present situation, namely building, exports, 
or the supply of raw materials and fuel to 
industries and the transport services. 

One of the factors which has conduced to the 
slowing-down of building activity during the 
summer has been the shortage of coal (for the 
production of cement) and of imported building- 
iron. Now, however, the situation, as regards 


cement, has shown a marked improvement owing 
to the larger importation of coal and coke during 
the autumn, but without resulting in any appre- 
ciable revival in house-building. This is due to 
the fact that the increase in building costs, 
without any equivalent rise in rents, has rendered 
private house-building unremunerative. The mi- 
nor improvement, as compared with the corres- 
ponding season last year, is mainly due to 
increased activity in municipal building. 


Imports Exports bee the 
Million kronor 
Jani — Noy. 1035.0) haar 1339 1,163 170 
> 399 -1036;5 eee 1,469 1,361 108 
> 320 O87 eee 1,928 1,796 132 
> ar 1998s. 25 ae 1,878 1,672 206 
> Hie 1O30)ca-un eat 2,231 1,724 507 
> Yq S1QAO' cesar 1,851 1,217 634 
> dP TOL! Ai ees 1,517 1,232 285 


The exports in October and November, both 
in value and in volume, have shown a minor 
decrease as compared with August and Septem- 
ber. This decline has mainly affected the group 
“minerals, metals and manufactures thereof” and 
has thus only in a minor degree been due to 
a shrinkage of markets. As regards wood goods. 
the sales, after a stoppage for some length oi 
time, were resumed in October, on the basis of 
a new German foreign-exchange quota granted 
for the purpose. It is estimated that about 70,000 _ 
standards of sawn timber had been sold up to 
the end of November, with the aid of this quota, 
which sales, of course, have favourably affected 
the export figures for the fourth quarter. A new 
German foreign-exchange quota was granted for 
wood pulp, but no additional exports have 
actually been effected, as agreement could not 
be reached in regard to prices. That the produc- 
tion index for the pulp industry has nevertheless 
shown a rise from 43, on an average, during the - 
third quarter to 48 in October is chiefly due to 
the increased production of cellulose for fodder. 

The reduction of the imports to about hali 
of the normal figures has entailed a reduced 
allocation to consumers of a number of important 
raw materials, especially coal, coke and liquid 
fuels, but also of textile materials, rubber, hides 
and skins, metals etc. Latterly, however, there 
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has been some improvement in the situation, 


" partly in view of the somewhat more favourable 


conditions in the autumn of 1941 for importation 


_ through the Skagerrak, which is of special im- 


portance for the textile and boot industries —, 
partly owing to the increased importation of coal 
and coke from Germany. This importation of 
fuel proved in the autumn to be considerably 
larger than one had ventured to expect during 
the first half-year. In September, October and 
November it amounted to about 600,000 tons a 
month, which means that the best monthly figures 
for the pre-war period have again been attained. 
The increasing importation of coal and coke is 
reflected by the rise in entering laden tonnage, 
namely from 568,000 tons in June, which was 
the bottom month for this year, to 895,489 tons 
in October. There was apparently no appreciable 
decline in the importation of coal and coke during 
December. The total for 1941 is accordingly esti- 
mated at at least 4.8 million tons. 

As the consumption of scanty raw materials 
has been regulated from the commencement of 
the blockade in accordance with long-run plans 
for husbanding the supplies, the reduced imports 
have sufficed, also during the fourth quarter of 
1941, to maintain production, on an average, at a 
but slightly lowered level. According to the latest 
report from the Economic Trend Institute, that 
“sector” of industry which up to March had been 
compelled to reduce its output owing to the shor- 
tage of raw materials, comprised only 29 per cent. 
of the total number of industrial workers and 
showed a decline in activity of merely 9 per cent. 
Since then, however, this “sector” has doubtless 
been extended and unemployment within it has 
apparently increased. But, to judge by the figures 
for employment and production, the changes since 
March have not been of particularly noteworthy 
magnitude, Those which can be observed are the 
following. The production index for the textile 
and clothing industries shows a marked decline 
from 112 on an average for the first quarter to 
103 in October. The number of workers employed 
in those industries has indeed not been reduced, 
but the number of working hours per worker 
has decreased. This decline, however, is due not 
only to the shortage of raw materials, but also to 
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the reduction of purchasing power owing to the 
rather marked general price advance, though it is 
difficult to gauge the effect of the last-indicated 
factor. The employment index for the boot and 
shoe industry (September 1939 = 100) has shown 
a decrease from 93.4 in March to 88.2 in Octo- 
ber, whilst the rubber industry has had its corre- 
sponding index figure reduced from 81.8 in 
March to 74.1 is October. As regards the iron 
industry, it may be presumed that the shortage of 
coal and a consequently enforced replacement of 
that fuel by firewood has at times entailed a 
decrease in the output as compared with the 
record year 1940. A rise in the production index 
for this industry from 126 in June to 134 in 
October indicates, however, that the difficulties 
have now been largely overcome, possibly in part 
owing to the improvement in the importation of 
coal. These are thus the facts which, in the pre- 
sent statistical blackout, can be noted in regard to 
the effects of the shortage of raw materials on 
industrial production during the past half-year. 
The figures evidently do not indicate any note- 
worthy aggravation of the situation. 

The shortage of raw materials, however, has 
entailed serious effects also for the transport 
system, even if they have hitherto not included a 
decrease in the transports effected. The use of 
producer gas has rendered it possible to keep a 
considerable part of the stock of automobiles run- 
ning despite the shortage of petrol, but the 
inadequate supply of rubber and lubricating oil 
has greatly limited also the adoption of that 
motor fuel. Though the restrictions made during 
the spring in regard to the allocation of lubri- 
cating oil have not actually diminished the num- 
ber of producer-gas vehicles, it has considerably 
slowed down the pace at which the production of 
those vehicles has increased. 

Hitherto, however, thanks to the large unutilized 
capacity of the railways before the outbreak of 
the war, it has been found possible not only to 
neutralize the falling-off of automobile traffic by 
increasing the railway traffic, but also to satisfy 
other new transport requirements entailed by the 
abnormal situation, and thus to obviate a decrease 
in industrial production. True that during the 
autumn there was a serious risk of more far- 
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reaching unfavourable effects owing to the great 
strain on the railways. Thus difficulties were 
encountered in getting the cut firewood in due 
time to the places of consumption. As the vacant 
truck accommodation available during the sum- 
mer could not then be utilized, the transports of 
firewood had to be speeded up during the autumn, 
which, in view of the regular increase in goods 
traffic at that season, entailed considerable diffi- 
culties. However, thanks to the satisfactory im- 
portation of coal and coke during the autumn, 
this lag in the-transport service did not lead to 
any serious consequences for the supply of fuel. 
A manifest drawback resulting from the shortage 
of raw materials and the consequent strain on the 
railways was, however, that timber-cutting had 
to be concentrated on areas in southern and 
central Sweden, which are comparatively poor in 
forests. This, of course, was unsatisfactory from 
the point of view of rational forestry. 

The difficulties with which the transport 
services have been confronted owing to the 
shortage of raw materials may be expected to 
become still more marked in the proximate future. 
Though the acute shortage of rubber has thrust 
the embarrassing lack of lubricating oil somewhat 
into the background, that too is quite serious. 
Certain measures for restricting the consumption 
of rubber in motor lorry traffic have already 
been proposed and others are being discussed. 
This traffic can doubtless stand some reduction 
withhout unfavourably affecting production, pro- 
vided that the possibilities of rationalizing the 
traffic are utilized and that transports, where 
possible, are transferred to the railways. However, 
the country will probably soon come to a point 
where further reduction will not be possible 
without serious inconveniences to industry and 
commerce. Such a reduction would be all the 
more inopportune as a sufficient number of 
motor lorries is an essential requirement for any 
increase in building activity. 

The price level has been maintained relatively 
stable during that part of the fourth quarter 
(October and November) for which figures are 
available. Thus the wholesale price index published 
by the Swedish Board of Trade has merely risen 
from 174, on an average, during the third 


quarter to 178 in November. The cost-of-living 
index has during the third quarter shown a rise 
of merely two units. This stability is accounted 
for primarily by the relatively small rise in import 
prices (from an average of 240 during the third 
quarter to 249 in November). The risk of an 
extensive price advance has diminished since the 
conclusion of an agreement between the Govern- 
ment and representatives of agriculture to the 
effect that further support of the market is to be 
given in the form of State subsidies, and not by 
raising the prices of agricultural produce. This 
also lessens the risk of such a price advance as 
would ensue if compensation had to be granted 
to workers and employees for a rise in the cost 
of living: 

On the other hand, the price system will 
perhaps be put to a strain by demands made in 
other quarters, namely from representatives of 
trade and industry. They in fact desire compensa- 
tion for the rise in the average fixed costs per 
unit of goods sold which is entailed by dimini- 
shing turnover. Such a principle has been adopted 
in regard to agriculture, but neither trade nor 
industry have hitherto been granted corresponding 
advantages. The retail dealers, whose financial 
position is relatively weak, and whose burden of 
work has been greatly increased by the rationing 
system, have been hit particularly hard by the 
present price policy. Negotiations regarding these 
problems are now proceeding between the Price ” 
Control Board and organizations representing 
trade, and it is possible that certain adjustments 
in favour of the dealers may be effected. 


The easiness on the credit market, which had 
already been noticeable during the third quarter, 
became still more marked in October. In Novem- 
ber and December, on the other hand, the mar- 
ket was slightly tightened, which was due to 
some decrease in deposits and some increase in 
advances. Nevertheless in November 1941 the 
deposits in the commercial banks were very con- 
siderably larger than for the same month in the 
immediately preceding year (4,757 million kronor 
as against 4,092 million kronor), whilst the ad- 
vances were considerably smaller (4,216 million 
kronor as against 4,406 million kronor), The 
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result was a surplus of deposits of no less than 
541 million kronor, as compared with an excess 
‘of advances of 314 million kronor at the same 
time last year. 

In a recent statement regarding the main lines 

‘on which the monetary policy ought to be conduc- 
ted at present the Directors of the Riksbank 
have recommended as a desirable level of interest 
t % for three months’ treasury bills and 3*/. % 
for long-dated government bonds. With a view 
to adapting themselves to this programme the 
commercial banks on December 18, 1941, have 
decided to introduce a differentiation in their 
deposit rates, to the effect that the highest deposit 
rate (paid on deposits subject to 4 months’ 
notice) will be paid only on amounts up to 
300,000 kr. in the case of individuals and such 
corporations as carry on business activities, and 
‘up to 1,000,000 kr. in the case of other corpora- 
tions. On any excess over the said maximum 
amounts interest will be paid at the rate of 1 %, 
that is to say, the rate paid on short-notice 
deposits. At the same time the length of notice 
required for the latter form of deposits has been 
increased from 14 days to 45 days. 


The Bond and Stock Markets. The share 
market during the past year has shown an in- 
crease of about 40 per cent. in the volume of 
business as compared with 1940, but the stock- 
exchange dealings nevertheless amounted barely 
to two-thirds of the business done in 1939. Share 
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prices showed a slowly rising tendency up to the 
4th November, when the peak level for the year 
was reached; but an evident decline afterwards 
set in, probably owing to the anticipation of the 
extension of the war to the Pacific. At the 
lowered level, however, a relative stability in 
share prices was attained; but the business done 
was at times on quite a small scale, in that the 
interest in share dealings seems to have dimin- 
ished in view of the uncertain future prospects. 
The movement of share prices in 1941 is shown 
by the following table. 

The Government loans placed on the bond 
market since the outbreak of the war have brought 
in a total of 2,300 million kronor in cash sub- 
scriptions. After the completion at the beginning 
of October of the latest Government loan trans- 
actions amounting altogether to 640 million kro- 
nor, the bond market has been resorted to for 
a large number of conversions of previous loans 
with high rates of interest, but also for consider- 
able new issues. The offers of conversion have 
amounted to about 165 million kronor and the new 
issues to approximately 71 million kronor. 
Throughout the quarter the tendency of the bond 
market has been firm, with indications of some 
saturation. Some large amounts of long-term gilt- 
edged 3.5 % loans offered in connection with 
conversion have, however, been readily absorbed, 
without pressing down the prices, at 99°/, % and 
99'/2 %. 

The following table gives approximate figures 
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Noite. Where not otherwise stated, the figures are for the middle of the month. 
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for the yield (in percentage) corresponding to the 
market rates of representative bond loans during 
the last few months, allowance being made also 
for the risk of conversion. 


Vield of Bonds Gn %). 


Num- 1941 

ber of 13) is/_ 15 16/ 14 4 16/__ 30 
Swedish Government, loans |° 7 Ble: Sie Myxo [atl x0 22 
3 % 1934-. Conv. 1944 1 3.44 3.42 3-26 3.23 3.23 3.23 3.24 3.25° 


3% 1937-97. Conv. 1947 I 3.40 3.43 3-27 3.27 3:24 3.24 3.26 3.27 


Mortgage Banks. 


3 % Conv. 1944—47 . 
Repayment 1999-2009, 
at latest. 


5 4, 3.39 3.41 3.30 3.26 3.26 3.26 3.28 3.30 


Municipalities. 

3, 37/4 and 4 % Conv. 
1943—46 a iiag PE vi fous te 3 3.65 3.65 3.50 3.48 3.20 3-27 3.25 3.42 

~ Repayment 1956-1966, 

at latest. 
Industrial Companies. 
37/4 % 1937-57- Conv.1947 3 4.36 4.31 4.31 4.16 3.71 3-64 3.71 3.74 
3°/2 % 1937-62. > IQA7 I 4.32 4.32 4.20 3.86 3.€9 3.69 3.75 3-75 
4 % 1935-55. > 1945 I 4.19 4.04 4.04 3.89 3-74 3-59 3-59 3.59 


As will be seen from the table, the yield on 
short term 3 per cent. Government and mortgage 
bank loans has been maintained at about 31/. %, 


Issued by 


Swedish Cities’ Mortgage Bank 


Residential Mortgage Bank of Sweden ........... 
Mortgage Bank iof Stockholms ec) 00.8%) sis wantin) ee 


City of Helsingborg 


GityalGE StOekholis Ms, stine co tsi en erate os skeet Recomm ee 
Stockholm-Rimbo Jiimmvigsaktiebolag............ 
pvestaemverks AB. ia iee ann alsin bathe soe, ae 
Ha] Gre AT oP Sila Wi 8 5-0) sce cee ee ae a SIRES tt cee? 
Sandvikens: femverks AB: |. +5 tsa dw Seek Faia Vel a oe 


whilst the yield on large municipal loans has 
fallen from about 32/2 to about 31/4 %, and for 
industrial loans some tenths per cent. to beween 
about 37/4 % and 3°/; %. The previous rather 
considerable differences between the yields of 
different kinds of bond loans have thus consider- 
ably diminished and in some cases they have been 
entirely eliminated. — 

The principal loan transactions during the last 
quarter of 1941 are shown in the table below. 

It should further be mentioned that the interest 
on the 47/, per cent. bonds of 1921 and the 5 per 
cent. bonds of 1932 issued by the City of Stock- 
holm has been reduced to 3'/2 per cent., the 
bond-holders being compensated by a bonus of 
I per cent. of the face value of the bonds. Out 
of the outstanding amount, 35,950,000 kronor, 
bonds to the extent of about 28,800,000 kronor 
have been presented for such reduction of interest. 

In addition, a number of loans at high rates 
of interest have been called in during the quarter 
for redemption in 1942, without any offer of 
conversion. Among the principal loans thus called 
in we note The Grangesberg Company’s 57/2 per 
cent. loan of 1932 (about 11.58 million kronor 
outstanding at the beginning of 1941). 


revious loan 
Nom. P z e 


Interest et Issue concurrently 
rate a price offered for 
in % ieenror in % conversion. 

Kronor | 
: 100 = for cash subs. 
» iSite 100,000,000 { 99'/2 for pean 87,194,0C0 
NS 45,000,000 100 40,000.000 
ais 20,000,000 99 circa 9,600,c00 
1S ea 6,472,C00 99'/2 6,685,000. 
op aris 25.009,C00 99 —_ 
at 8,500,c00 100 6,769,c00 
Sangh 10,000,000 98 2,567,000 
. 3%2 6 500,050 97/2 4,919,cco 
h ace 15,000,000 98 7,668,000 
> 
a wu 


Ovartrerty Review. 


January 1942 


Currency Reserve, Stock of Gold, Note Circulation. 


Some Statistical Data Concerning Sweden’s Economic Position. 


FAS 1 0h means 


ct 


Beate © 


IV (Average) 


Notes 


Net Claims of Banks on Foreign Countries The Riksbank’s 
ESE Ee [Stock of Gold and| 
(End of month) Stock of Gold! eee raise on Note Circulation 
“ye is oreign Countries 1s 5 
Riksbank Commercial banks Total (million kr.) | Gamat kr.) (million kr.) 
1939 | 1940 1941 | 1939 | 1940 | 1941 | 1939 | 1940] 1941 | 1939 | 1940 | 1941 | 1939 | 1940 | 1941 | 1939| 1940] 1941 
695 | 406 | 769 | —15|+ 72|— 87| 680 | 478 | 682 | 1363| 1084] 694 | 2058 | 1490| 1464) 953 | 1330| 1369 
675 | 485 | 747 | —19|+ 80\— 75| 656 | 565 | 672 | 1364) 916] 716) 2039] 1401 | 1463| 943 | 1298 | 1362 
660 | 505 | 753 | —21|+ 87\— 96] 639 | 592 | 657 | 1367| 727| 724 | 2027 | 1232/1477 | 973 | 1303 | 1355 
405 | 756 | —18|+ 80\— 86! 658 | 545 | 670 | 1365] 900] 711 | 2041 | 1374/1468) 956 | 1310 | 1362 
618 | 454 | 780 | —39|+ 102/106] 579 | 556 | 674 | 1397] 752) 731 | 2015 | 1206| 1510] 994 | 1427 | 1356 
593 | 433 | 818 | —S0/+ 99|—135| 543 | 532 | 683 11419) 793| 755 | 2012] 1225] 1573] 965 | 1433 | 1328 
583 437 | 803 | —21|+ 94)—147| 562 | 531 | 656 | 1425) 834) 807 | 2008) 1271| 1610] 997 | 1431 | 1375 
598 | 441 | 800 | —37/+ 98)/—129| 561 | 539 | 671 | 1414! 793| 764 | 2012 | 1234/ 1564| 985 | 1430 | 1353 
563 28 858 | —17|+ 86,—145) 546 | 664 | 713 a4 a4 1 225) 795 | 1997 | 1304 1653 | 987 | 1394 | 1379 
549 5 | 861 | —12|+ 71/—130| 537 | 7560 | 731 | 1488] 644) 804 | 2037 | 1329 | 1665 | 1017 | 1399 | 1421 
476 | 753 | 867 | —42|+ 48|—125| 434 | 801 | 742 | 1499| 638) 801 | 1974 | 1391 | 1668 | 1189 | 1411 | 1465 
529 | 672 | 862 | —24|+ 68|—133| 500 | 740 | 729 | 1474| 669) 800 | 2003 | 1341 | 1662 | 1064 | 1401 | 1422 
421 | 774 | 874 | — 3|+ 12/127] 418 | 786 | 747 | 1396) 631| 808) 1817| 1405 | 1682 | 1192] 1391 | 1494 
386 | Sor | 875 | +11|— 34|—126) 397 | 767 | 749 | 1398) 658] 825 | 1784 | 1459] 1700 | 1190] 1362 | 1500 
301 | 750 +47|— 64 348 | 686 1293| 672| 938) 1594| 1422 | 1699 | 1356] 1428 | 1614 
369 | 775 | 836 | +18|— 29) 387 | 746 1362| 654| 857 | 1712 | 1429 | 1694 | 1246| 1394 | 1536 
The figures comprise balances with foreign customers 
and holdings of foreign bills and foreign bonds less At end of month. Monthly averages 
amounts due to foreign customers. 


* The Riksbank holding of gold is given at its market value, other items at their book values. 


Notes 
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Commercial Banks, Stock Exchange. 


Commercial banks 


Share Index 


Deposits from and loans to the public within 
the country (at the end of the respective month) 


rae Shares sold 
jon the Stockholm 
Devenir (hoe te ee a ranees ingome mgther Stock Exchange 

(million kr.) ted (million kr.) ‘grat itera ey" pee 5: vapisal (1000 kr.) 
1939 1940 | 1941 1939 1940 | 1941} 1939 | 1940 | 1941 || 1939] 1940/1941) 1939] 1940) 1941) 1939 | 1940 1941 | 
Jan. . “ 4334 | 4294 | 4223 | 4831 | 4337| + 78] +497) + 431) 175] 145] 148) 171] 130) 155 | 1034) 257 | 453} 
eur cote ks a) 4169 | 4231 | 4247 | 4265 | 4897 | 4309| + 96) +666) +122] 175] 136] 143| 170] 130] 148) 873] 213 | 293 | 
March . . . . || 4260] 4245 | 4278 | 4327 | 4884 | 4346| + 67] +639| + 68] 180] 149] 136] 176) 153} 143| 997 684 | 270} 
I (Average) || 4191 | 4270 | 4273 | 4272| 4871 | 4351| + 81| +601) + 78) 177| 143) 142| 172| 138] 149 968 | 385 | 339 
April . . .*. . || 4217| 4120] 4249 | 4375 | 4865 | 4353 | +158] +744| +104] 177] 134] 133| 165 128| 146} 814] 370 |. 312 
May 4190 | 4007 | 4211 | 4414 | 4798 | 4362] +224] +791] +151] 182) 134] 140] 170} 132} 153 782 | 255 | 260 
pe eee Gps 4242 | 3999 | 4259 | 4450| 4702 | 4324| +208] +703| + 65] 188} 135) 141] 174] 131] £55) 1509) 220 | 397) 
II (Average) || 4216 | 4042 | 4240 | 4413 | 4788 | 4340) +197) +746| +106! 182) 134 |137| 170} 130) 15% | 1035 282 | 323) 
MUlyo aes. 4367 | 4132 | 4451 | 4437 | 4612 | 4262| + 7o| +480| —189] 187] 144] 147| 169} 137] 157 | 376| 157 | 376 
BEARO Stang ky 4447 4199 ee 4535 | 4548 | 4243} + 88] +358) —285|| 186} 134) 150] 170] 125/100] 732) III 461 
eH mires: 4488 | 4223 | 4645 | 4742 | 4456| 4230| +254] +233 | —409|) 187| 130] 159| 167| 128 168! 994| 166 | 917 
III (Average) A bese 4541 | 4571 | 4539 | 4247| +137| +357| —294|) 187) 138|152| 169| 130| 162) 7o1) 145 | 585 
BO ws... 4444 | 4239 | 4781 | 4791 | 4415 | 4170| +347| +176] —611|| 160] 139| 168) 140] 129) 179 581 | 243 | 667 
GSP i, Skt 4296 | 4092 | 4757 | 4850 | 4400 | 4216| +554| +314| —$41]} 160) 143] 173] 143| 147/180 286 | 634 | 602 
ECs atl. 4232 | 4192 4873 | 4388 +641} +196 154| 149|164| 137| 147/170} 76] 474 | 520 
IV (Average) || 4324 | 4174 4838 | 4403 +514) +229 158 | 144| 168| 140] 143/176| 314] 450 | 596) 


The figures denote mid- 
monthly average prices. 


Averages per 
| Stock Exchange | 
business day | 
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Rates of Interest and Price Level. 


Notes 


of quarters 


| Yield of Bonds Wholesale Price Index (Board of Trade) Cost of Living 
| (%) (1935 = 100) Index 
| aes | (July 1914 = 100) 
| | Govt. Loans | Industrial Loans || Import Goods | Export Goods All Goods 
| 1939 | 1940 | 1941 | 1939 | 1940 | 1941 || 1939 | 1940 | 1941 | 1939 | 1940 | 1941 | 1939 1940 | 1941 1939 | 1940 | 1941 
| Jan... . . . «if 2.39] 4.07] 3-65] 2-79] 5-92] 4-75) 108 | 166 | 218 | 111 | 140 | 155 | 110 | £36 | 162 | 167 | 178 | 204 
{Pen meaner | 2.34| 4.04| 3.64 | 2.78 | 6.04] 4.70 | 108 | 168 | 224 | 111 | 147 | 155 | 109 | 138 | 1651 - . : 
| March . . . .|) 2.22) 4.10 3.60 | 2.78| 5.98| 4-70|| 108 | 174 | 225 | Itz | 152 | 145 | 109 | 140 169 : 
| I (Average) || 2.32 | 4.07| 3.63| 2.78] 5.98] 4.72 108 | 169 | 222 | 111 | 146 | 155 | 109 | 138 | 165 ¢ 
i Avorn ee etn 2.55 | 4.53] 3.60| 2-77| 7-27] 4.66]) 108 | 172 | 229 | 111 | 194 | 157 | 109 | I4z | 170 168 | 186 | 219 | 
hiMaye eos) ce | 2.53] 4.41 | 3-48] 2.77| 7-27] 4-52 |) 109 | 170 | 233 | TIO 153 | 157 | 109 | 142 | 171) - E : 
P JRE et se | 2.57 | 4-12] 3.44] 2.77 6.33 4.36|| 110 | 175 | 239 | 113 | 144 158 109 | 143 | 173 < 
Il (Average) || 2.55 | 4.35 | 3-51 | 2-77 6.96| 4.51) 109 | 172 | 234 | 11 | 150 | 157 | 109 | 142 | 171 | 
ic jaly; mie ee | 2.92| 3.99] 3.42] 2.78] 5.53] 4-31] 109 | 179 | 237 | 114 | 143 158 | 110 | 146 | 173 || 169 | 193 | 219 
Phas rs ee sweeney | 2.76| 3.81| 3.26| 2.93] 5.31 | 4.31|| 110 | 182 | 239 | 114 | 144 | 159 | IIT 146 | 174 || - : : 
Sept. . . . | 3-44] 3-69| 3.25] 4.21] 5-00] 4.16] 139 | 179 | 243 118 | 145 | 160 | 118 | 148 | 17 
; III (Average) || 3.04 | 3.83] 3-31 | 3-31 5.28 | 4.26 119 | 180 | 240 | 115 | 144 | 159 | 113 | 147 | 174 
1 OcGue tase | 3-52 | 3-63] 3-23| 4-49| 4-85 | 3-71] 150 | 199 248 | 127 | 150 | 160 | 124 | 154 | 176 || 171 | 197 | 221 
Nov . . || 3.69 | 3-67] 3-23] 4-72] 4.80] 3.64] 153 208 | 249 | 130 | 151 | 161 | 128 | 157 | 178 || - . . 
LORS A yet ete ae | 4.10] 3.69} 3.23 | 5-31 4.80| 3.71 || 161 | 211 135 | 151 ‘132 | 159 | 
IV (Average) | 3.77| 3.66| 3.23| 4.84] 4.82] 3.69 | 155 | 209 131 | 151 128 | 157 | 
Calculated on market prices at | Refers to end 
i} 
! 


middle of months 


Trade and Industry. 


po ————_— 


Index of Pro- i 


I 
| 
| 


| | || Waggon-axle 
| otal Tn Total E | duction Supply of Indust- 288" Unemployment in 
| | ae ceattion ae laccording to Feder.| | "itt Work | loaded Tracks } -o<#e Cea 
| ; SHOE pred: yeni iN Index numbers |, State Railways (%) 
| | | Aaaumee 
| Sone EPL EST CO SCS REE FER REPT ESI ast M 
. | 1939 | 1940 | 1941| 1939 | 1940 | 1941 | 1939 | 1940 | 1941 | 1939| 1940 | 1941 | 1939 | 1940 | 1941 | 1939 | 1940] 1941 
| | | ] | 
iaases ®t sau kZ4 258 VZ7 i 149 | 169 | 85 | 118 | 128 | 106 3.66 | 3.21 | 40.1 | 66.6) 65.8} 14.7| 14.1] 17.2 
| obu = 163 | 167 | 78 || 125 | 115 | 47 || 120 | 127 | 106 3.67 | 3.21 | 42.1 | 74.7| 73-111 13.0] 14.5] 16.5 
| March. . || 191 | 150 | 107 || 139 | 140 | 87] 122 | 126] 105] + | 3.60} 3.24|| 48.9| 70.9] 86.7)) 11.6] 15.8) 1.1 
| I (Average) | 176 | 192 | 104 | 138 | 141 73 || 120 | 127 | 106 || 3.66| 3.64] 3.22]) 43.7| 72-7] 75.2|| 13-1| 14.8| 10.3 
[April sii 2 tes | zor | 238 | 178 | 152 | 104 | 112 || 123 | 118 | 105 > | 3-53] 3-31] 46.1] 82.2] 79.5] 9.0] I1.1| 13.1 
| Eye eee are! 208 | 197 | 178 || 166 | 80 | 132 || 123 | 107 | 104 || 3.44.| 3-39|| 47-8 | 63.0 83.8 6.3 .5 | 10.6 
| June... . . | 202 136 | 128 | 178 | 86] 136] 125 | 107 | 104) + | 3.42] 3.40 a 53-6| 72-3) 5.6 7 iam 
Il (Average) | 204 | 190 | 161 | 165 | 90 | 127 | 124 | 11 | 104 | 3.92] 3.46| 3.37|| 47-5 66.3, 78.5|) 7-0} 9.8] Ilo 
uly ifetia’s bec: 204 | 140 | 118 || 160 | 92] 115 || 125 | 106 | 100 + | 3.40] 3.39|1 49.1] 65.8] 91.6) 4.8) 9.0] 7.8 
| AO eb Le eeu 217 | 123 | 137 || 185 | 97 | 130] 126 | 106| 100] ~+ | 3.38] 3.38] §2.6| 62.3) 95.6 9) Six pega 
Sept wees 179 | 148 | 161 || 131 | 106 | 138 || 124 | 105 | 102 | - |.3.361 3.45] O1-1| 74-7] 97.4]) 0.3} 9.8) 7.3 
| III (Average) | 200 | 137 | 139 | 159 | 98 | 128 || 125 | 100 | rox | 3.96| 3.38| 3.41) 54.3 67.6! 94.9|) 5.3! 9.3 A, 
| Oc. 2... 219 | 139 | 165 || 160 | 103 | 128 } 126 | 1c6 | 103 | 3-78 | 3.35 | 3-43 || 62.4 | 77-6 |100.8]) 8.0] I1.0 $3 
NGY Bc oes us 274 | 155 | 140 || 180 | 124 | 123 || 127 | 107 | 104 || 3.78} 3.35 61.4| 70.8 10.4} 12.6 
UDG! me yet ety 258 | 149 155 | 121 128 | 107 | 3.77 | 3-35 66.3 | 69.1 15.2| 16.1 
| IV (Average) || 250 | 148 165 | 116 127 | 107 || 3.78 | 3-35 63.4| 72.5 IL2 |) 122 
| - | The fi ays - 
AT otce | page aes i Pees iit Million kilom. |% of total members 
| | e | supply of work per month at end of month 
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